In response to the increased pressures facing higher

The Five Levels Of education, EAB recommends a shift toward proactive

financial planning: anticipating potential financial downturns

FinanCial Performance and determining an institution’s response in advance. This

can break the cycle of reactive decision-making (and its

unintended consequences), allowing leaders to chart a

tO GUlde PTOaCtiVG course toward sustainable financial health and longevity.
Plannlng in Higher This infographic delineates five levels of financial

performance and recommended cost management

Educatlon strategies for each. Use this infographic to determine your

cost management strategy for both today and into the future.

Levels and Indicator Cost Management Strategies

(Based on impact of ROI)

Short Term

» Merge colleges and departments

» Sell assets

o Take steps to access unrestricted endowment funds
Identify Your Level Long Term

» Explore merging with another institution or being acquired
« Sell buildings/campus property

5. Existential Threat

Short Term

» Mandate furloughs

» Consolidate space to exit leases and other short-term contracts
» Lease campus buildings and spaces to businesses

Long Term

— | * Enact layoffs

— . . » Restructure units by consolidating functions and roles

o 4. Crisis * Incentivize early retirement

(f. % _ » Make cuts to academic programs
« Significant enrollment
' — declines over past 5+ years
(]

— e Structural deficit in operating Short Term
budget for multiple years » Freeze hires in lower-need, higher-cost areas
e Aggressive action required to « Reduce institution’s contribution to employee benefits
meet debt service obligations » Renegotiate vendor contracts for unnecessary items
» Reduce adjuncts and temporary hires by not renewing contracts
Long Term
« Delay and/or pause capital projects
» Qutsource departments (e.g., bookstore, dining)
» Reclaim private offices and departmentally controlled classrooms
» Reallocate resources toward high-performing academic programs

e Breach of debt covenants
« Failing credit rating
—_— e Loss of accreditation

Enrollment decreasing for
more than one year

— e Structural deficit in
operating budget (planned
or unplanned)

Short Term

o Offer voluntary separations

» Reduce travel budgets

» Reduce employee stipends and perks (e.g., cell phones,
o entertainment budgets)

2. Vigilance « Improve class scheduling by removing underfilled sections
Long Term

« Critically assess vacancies before automatically backfilling
» Explore interinstitutional partnerships and course-sharing consortia
» Recomission unoccupied buildings

* Implement shared services

» Stagnant or fluctuating
enrollment

— o Cost growth outpacing

revenue growth

= Short Term
—| 1. Stewardship « Establish an organization review committee to identify efficiency
opportunities across units
» Steady enrollment » Centrally approve purchase orders above a certain threshold
 Positive annual » Conduct annual health checks for academic programs
operating margins Long Term

 Establish a continuous improvement team to identify
opportunities for increased efficiency and design solutions
» Create a five-year budget plan that models possible future scenarios
» Conduct a benefits eligibility and utilization audit
K » Explore academic structures that foster collaboration
and resource sharing

Learn more about cost management strategies
| 3 with EAB’s Cost Containment Resource Center
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